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Volume VI, No. 26 


The International Monetary Fund has concurred in 
a proposal by the Government of Paraguay for a change 
in the par value of the guarani from 6 guaranies to 15 
guaranies per U.S. dollar, effective January 1, 1954. 
The rate of 6 guaranies had been established in March 
1951, when the Fund agreed to the devaluation from the 
previous parity of 3.09 guaranies per U.S. dollar (see 
this News Survey, Vol. III, p. 269). 









The Government of Japan purchased £22 million 
sterling (US$61 million) from the International Mone- 
tary Fund on December 21, 1953. On December 18, Japan 
paid US$61 million to the Fund in a repurchase of Jap- 
anese yen. Japan had purchased £22 million sterling 
(US$62,440,000) from the Fund with yen in September, 
November, and early December 1953 (see this News 
Survey, Vol. VI, pp. 91, 165, and 189). 














IBRD Loans to Brazil 

The International Bank for Reconstruction and De- 
velopment made two loans, totaling US$22.5 million, to 
Brazil on December 18. One loan ($12.5 million) was 
to the Government of Brazil, to be used primarily to 









meet part of the cost of importing passenger train units 
that are urgently required to maintain the suburban 
service of the Central do Brasil Railroad in Rio de 
Janeiro. The other loan ($10 million) was to the Usinas 
Eletricas do Paranapanema S.A. (USINAS), a corpora- 
tion owned almost entirely by the State of Sao Paulo. 










This loan is guaranteed by the Brazilian Government, 





and will be used to pay for imported equipment for the 
construction of a hydroelectric plant, at Salto Grande on 





the Paranapanema River in Sao Paulo, and also asso- 





ciated transmission and distribution facilities in Sao 
Paulo and Parana. 






The power will serve rapidly grow- 
ing agricultural and urban centers, and will help electrify 





the Sorocabana Railroad. one of the important railways 
in Sao Paulo. 






The railway loan is the second the Bank has made for 





an emergency program to rehabilitate and improve the 





services of the Central do Brasil Railroad. which connects 





Brazil’s major industrial centers. The earlier loan, also 
for $12.5 million. was made in June 1952, to cover the 


Central’s immediate needs for freight cars and other 






equipment to increase the carrying capacity of the rail- 
At that time the Bank indicated that it would be 
prepared to consider an additional loan for the suburban 


road. 
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Paraguayan Par Value 


In terms of gold and in terms of the U.S. dollar of 
the weight and fineness in effect on July 1, 1944, the 
parities of the guarani as of January 1, 1954 are as 
follows: 0.0592447 grams of fine gold per guarani; 525 
guaranies per troy ounce of fine gold; 15 guaranies per 
U.S. dollar; 6.66667 U.S. cents per guarani. 

Source: International Monetary Fund, Press Release 


No. 218, Washington, D. C., January 1, 1954. 


Fund Transactions 


The Government of Australia paid US$12 million to 
the Fund during December in a repurchase of Australian 
pounds. Australia purchased a total of $50 million from 
the Fund in October 1949 and August 1952 (see this 
News Survey, Vol. Il, p. 140 and Vol. V, p. 83). 
Sources: International Monetary Fund, Press Releases 

Nos. 217 and 219, Washington, D. C., Decem- 
ber 21, 1953 and January 1, 1954. 


services as soon as effective steps had been taken to 
improve administration and operating conditions on the 
suburban lines. These steps have since been taken. The 
total cost of the rehabilitation project will be equivalent 
to $34 million. Of this, $20.4 million will be in foreign 
exchange, of which the Bank’s loan will meet $12.5 mil- 
lion; the Central is covering the remainder under credit 
arrangements with the British firm which is supplying the 
cars. The local currency costs, equivalent to $13.6 mil- 
lion, will be financed from Brazilian sources. The Bank’s 
loan is for 15 years, with interest of 47% per cent per 
annum including a 1 per cent commission which, under 
the Bank’s Articles of Agreement, is allocated to a special 
reserve. Amortization payments will begin on July 1, 1959. 

The project for the development of electric power in 
Sao Paulo consists of the construction of a dam across 
the Paranapanema River at Salto Grande; the installa- 
tion of four 15,000 kilowatt generating units; the erec- 
tion of a transmission system; and the expansion of the 
distribution systems of five private utility companies 
which will purchase power generated at the new plant. 
The Bank’s loan will be used to pay for the import of 
turbines. generators, transformers, transmission lines, 
The project is the 
first step in the development of the power potential of 
the Paranapanema River. which is in an area devoted 
primarily to the raising of coffee. The total cost of the 
project is estimated at the equivalent of $39 million. 
The Bank’s loan will pay the foreign exchange costs. 


and other equipment and materials. 
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The local currency costs, equivalent to about $29 million, 
will be met principally by the Government of the State 
of Sao Paulo; the remainder will be financed from 
private sources. The power plant and transmission lines 
are scheduled to be completed and in operation early in 
1957. The Bank’s loan is for 20 years and carries inter- 
est of 5 per cent per annum including the statutory 1 per 
cent commission. Amortization payments will begin 
July 1, 1958. 
Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
December 18, 1953. 


IBRD Suspension of Czechoslovakia’s Membership 

Czechoslovakia’s membership in the International Bank 
for Reconstruction and Development has been suspended, 
owing to the failure of Czechoslovakia to pay the balance 
due on its capital subscription to the Bank. Of the 2 per 
cent payment due in gold or U.S. dollars, Czechoslovakia 
had paid $1,875,000 in 1947, but had been allowed to 
postpone payment of $625,000 under Article II, Section 
8(a) (i) of the Bank’s Articles of Agreement, which 
permitted member nations whose territories had suffered 
from enemy occupation or hostilities during the war to 
postpone payment of one-half per cent until five years 
after the Bank had begun operations (that is, until 
June 25, 1951). The Bank’s Board of Governors, at 
their Annual Meeting in September 1953, resolved that 
Czechoslovakia’s membership in the Bank be suspended 
if payment of the postponed portion were not made by 
December 31, 1953. 


Commodity Trade and Economic Development 

The Report on Commodity Trade and Economic De- 
velopment, prepared by a committee of experts under the 
terms of a resolution of the UN General Assembly of 
December 21, 1952, emphasizes the common interest that 
all countries have, and would do well to recognize, in 
moderating excessive fluctuations in primary commodity 
markets. These fluctuations are particularly damaging 
to primary producing countries, because they greatly in- 
crease the difficulties of planning a continuing develop- 
ment program involving imports. However, industrial 
countries also may face serious difficulties when there are 
sudden or substantial shifts of primary commodity prices 
in relation to the prices of manufactures. Some of these 
countries either export large quantities of primary com- 
modities, or they are politically or financially affiliated 
with areas which depend on such exports. 

The experts are of the opinion that quota agreements 
to restrict production or exports are, in general, to be 
condemned, although they may have their place for 
special purposes, e.g., securing the orderly reduction or 
demise of industries which, because of technological 
reasons or because of changes in taste, are contracting 
or dying. “The emergence of a temporary surplus should 


be a signal for a search for means of expanding the 
demand; the immediate palliative should be, wherever 
possible, the storage of the surplus and not its elimina. 
tion through restriction.” 

The experts believe that the choice of stabilizing devices 
must depend very largely on the special circumstances of 
each case. Provided the problem of finance can be 
solved, buffer stocks for individual commodities, or for a 
group of them, are preferable to multilateral contracts of 
the type of the International Wheat Agreement; multi- 
lateral contracts, however, may promise a measure of 
stability for some commodities, the nature and secular 
movements of whose markets make them unsuitable for 
buffer stock schemes. ; 

A useful place should also be found in a stabilization 
program for compensatory measures, such as contra- 
cyclical lending which, the experts believe, would not 
be conceptually distinct from the present operations of 
the International Monetary Fund although it would in. 
volve a radical change in the scale of the Fund’s actions. 
The experts would prefer to facilitate contracyclical lend- 
ing by extending the resources of the Fund rather than 
by attempting to create a new international scheme for 
this purpose. One possibility is that the major industrial 
countries should make advance commitments, formal or 
informal, to provide additional funds when needed. Even 
if governments should be unwilling to make advance com- 
mitments, the experts consider it likely that the Fund, 
if it were committed in principle to a policy of contra- 
cyclical lending, would be able to obtain extra resources 
if its lending of a currency should reduce its reserves 
of that currency to a low level. The experts also exam- 
ined the possibility of compensatory schemes, which 
would operate more or less automatically, involving un- 
conditional transfers of money between nations rather 
than loans and determining the amounts to be transferred 
by a precise formula. 

Some help for the maintenance of stability could be 
expected from domestic measures, such as the establish- 
ment of buffer funds—like those of the Canadian Wheat 
Board, the marketing boards in British West Africa, or 
the Indonesian Copra Stabilization Fund—the smoothing 


of the flow of contracts for heavy engineering goods, 
and the modification of stockpiling policies to ensure that 
substantial injury was not inflicted on primary producing 
countries. 


If governments wish to have an assurance of as much 
stability of price relations as is consistent with economic 
change and progress, the experts believe that they must 
look beyond schemes relating to particular commodities 
and review the general structure of the world’s monetary 
systems. They did not reach full agreement on the 
theoretical merits, or the political acceptability, of a 
“commodity reserve currency” scheme; but they agreed 
that the scheme deserves more study than it has re- 
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ceived thus far, and they listed a number of specific points 

to which further study should be directed. 

Believing that piecemeal action, commodity by com- 
modity, is insufficient, the experts finally propose that the 
Economic and Social Council should establish a Trade 
Stabilization Commission, on which eight or nine member 
governments would be represented. This Commission 
should be asked to make recommendations on general 
proposals for stabilization and, when the stability of the 
world’s markets appears to be threatened, to recom- 
mend promptly to the Council appropriate intergovern- 
mental action. Since the work of the Commission would 
involve exchanges of views between governments on pos- 
sible types of action to which they might not wish to 
appear publicly committed, the experts recommend that 
the Commission should meet in closed session, except 
when, it decides, otherwise. 

The group of experts was composed of Professor J. 
Goudriaan, Pretoria University, South Africa (chair- 
man); Professor C. F. Carter, The Queer.’s University, 
Belfast, Northern Ireland; Professor Sumitro Djojohadi- 
kusumo, Djakarta School of Economics, University of 
Indonesia; Professor Klaus Knorr, Woodrow Wilson 
School, Princeton University, U.S.A.; and Dr. F. G. 
Olano, Escuela Superior de Economia, Buenos Aires, 
Argentina. 

Source: United Nations, Department of Economic Affairs, 
Commodity Trade and Economic Development 
(Report E/2519), New York, N. Y., Novem- 
ber 24, 1953. 


Europe 

EPU Settlements for November 

The settlement operations of the European Payments 
Union show that Germany’s surplus of 43.8 million 
units for November (1 unit of account = US$1) was 
only slightly less than that for October (44.4 million 
units); as a result, Germany’s cumulative accounting 
surplus reached 748.9 million units, ie., 48.9 million 
units above the sum of the original quota (500 million 
units) and the two rallonges (together 200 million 
The November surplus was settled 50 per cent 
in gold and 50 per cent by credit, following a new ar- 
rangement with Germany which provides that its Novem- 
ber, December, and January surpluses will be settled 
on that basis. This arrangement is provisional, however, 
pending the report of the EPU Managing Board, which is 
due in March. If this report recommends that creditors 
who have exceeded their quota are to be paid a larger 
percentage of their surplus in gold or dollars, Germany 
will be entitled to this same more favorable treatment 
for her surpluses exceeding $700 million. The United 
Kingdom had a surplus of 9 million units, whereas in 
October it had a deficit of 30 million units; and Belgium 
had a surplus (8.4 million units) for the second succes- 


units). 


sive month. Other surpluses were those of Sweden (4.7 
million units), Austria (4.1 million units), Switzerland 
(3.9 million units), and Greece (1.9 million units). 
Turkey had a deficit of 20.6 million units in November, 
against 1.5 million units in October; it was settled fully 
in gold because Turkey’s cumulative accounting deficit 
(145.7 million units) was in excess of its quota (50 mil- 
lion units). France, being in a similar position, settled 
its deficit of 9.7 million units fully in gold; the French 
cumulative accounting deficit reached 798.8 million 
units. Italy had a deficit of 23.1 million units, of which 
7.1 million units was settled in gold and 15.9 million 
units by credit. Other countries with deficits in Novem- 
ber were Denmark (7.2 million units), the Netherlands 
(5.1 million units), Norway (8.3 million units), Portugal 
(1.0 million units), and Iceland (0.8 million units). 
Sources: The Journal of Commerce, New York, N.. Y., 
December 7, 1953; Organization for European 
Economic Cooperation, Press Release, Paris, 
France, December 12, 1953. 


U.K. Industrial Production 

Preliminary estimates of U.K. industrial production 
put the November index for all industries at 130 or 131 
(1948 = 100), the highest level ever recorded. The pro- 
visional figure for October is 128 and the final -figure 
for September is 125, both of which were new high 
figures at the time they appeared. November production 
figures are always high, partly because there are no 
public holidays during the month and partly because 
such industries as gas and electricity show a seasonal 
rise at that time of the year. However, even the lower 
estimate for 1953 indicates a rise of some 54% per cent 
over the same month in both 1951 and 1952. Moreover, 
although this estimate is based on returns from sections 
of industry covering only 20 per cent of the industries 
included in the total index, it appears that automobile 
production and building account for less of the improve- 
ment than in the preceding months, while iron and steel, 
engineering, and textiles have all risen considerably. 

The average monthly index for the first 11 months of 
the year is 120, which may prove to be close to the 
average for the entire year, since the figure for Decem- 
ber, when available, is likely to show a decrease. The 
1951 average was 117 and the 1952 average was 114; 
therefore, it appears that much of the ground lost in 
1952 has now been recovered. However, the improve- 
ment in 1953 was due mainly to an increase in home 
demand and not to greater exports. One indication of this 
is that a substantial part of the 1953 gain was contributed 
by the building trades; building activity was some 5 to 6 
per cent higher than in 1952 and substantially higher 
than in any previous year. 
Source: The Financial Times, London, England, Decem- 

ber 31, 1953. 
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Savings in France in 1953 

Statistics available for the first nine months of 1953— 
a period of declining production and of comparative 
price stability—indicate that the amount of “apparent 
savings” in France was about the same as in 1952, when 
a revival of savings was observed. A figure for “apparent 
savings” is obtained by adding increases in holdings of 
various nonmonetary liquidities (e.g., government and 
business securities, savings banks accounts). For the 
first nine months of 1953, such savings totaled 390 bil- 
lion francs, against 403 billion for the corresponding 
period of 1952. While in 1952 the major factor was an 
increase in holdings of long-term government securities 
(especially the 314 per cent loan of May-June 1952), in 
1953 it was an increase in savings banks deposits. The 
increases during the first nine months of 1952 and of 
1953 in the major components of “apparent savings” 
were as follows: 

1952 1953 
(billion francs) 

Long-term government securities 194 21 
Savings banks deposits 77 140 
Securities of nationalized or govern- 

ment-controlled industries 16 73 


Treasury bonds held by individuals and 
firms .... 49 64 


Source: Le Monde, Paris, France, December 27, 1953. 


Benelux Agreement on Trade Policy 
and Capital Movements 


During a conference in early December of Ministers of 
Benelux countries, important decisions were taken which 
will foster the economic integration of the Netherlands 
and the Belgian-Luxembourg Economic Union. On two 
questions, agreement in principle was reached: the co- 
ordination of trade policy and the liberalization of capital 
movements. In addition, the Ministers tackled the prob- 
lem of tenders on public works; draft bills will be laid 
before the Parliaments of the three Benelux countries, 
which will make it easier for contractors in each country 
to participate in public tenders in partner countries. 

To coordinate foreign trade policy, the Benelux coun- 
tries will work out a program whose aims will be to have, 
within two years, all trade agreements with third coun- 
tries concluded jointly by the Netherlands and the BLEU. 
In international bodies, such as the OEEC, the Benelux 
countries will act as one unit. This decision is considered 
to be very significant, particularly because of the impli- 
cation that each Benelux partner will give up part of its 
sovereignty. At a previous conference in November, the 
Belgian Government did not wish to go beyond certain 
experimental joint trade agreements with specific “test” 
countries. However, the more recent decision appears to 
go much further. 

The agreed liberalization of capital movements within 
the territories of the Benelux countries is also subject to 
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more specific measures that will gradually abolish the 
present barriers. Apparently the Belgian Government is 
in favor of free movement of capital from one Benelux 
country to another. However, in view of the interest 
rates in Belgium, which are considerably higher than 
those in the Netherlands, and the desire of the Nether. 
lands Government to safeguard primarily the capital 
needs of the Netherlands, capital movements cannot be 
expected to become completely free in the near future. 
Presumably such movements will at first be liberalized 
only to the extent required for commercial purposes and 
for promoting the further integration of enterprises in 
the Netherlands and the BLEU. One difficulty with re. 
spect to the liberalization of capital movements is the 
question of settlement. Belgium seems to favor settlement 
through the free exchange market in Brussels, but the 
Netherlands authorities object to such an arrangement. 
In a press conference, the Netherlands Minister of 
Economic Affairs spoke with optimism about the pros- 
pects of Benelux. He also mentioned that the incidental 
and temporary measures, which were taken last year to 
aid certain Belgian industries suffering from Netherlands 
competition, have not jeopardized the liberalization of 
trade between the Benelux countries. About 10 to 15 per 
cent of the categories included in the Netherlands indus- 
trial exports were affected by the measures. The quotas 
imposed on those exports to the BLEU restricted, roughly, 
only 10 per cent of the relevant trade. 
Sources: De Maasbode, Rotterdam, Netherlands, Decem- 
ber 15 and 17, 1953. 


Delay in Issue of New Type Notes in Finland 


The Bank of Finland has announced that the issue of 
new notes of the so-called “dollar size” will be delayed 
until the end of 1954, since the Bank has not been able 
to obtain the foreign exchange required to purchase the 
machinery needed for the new note printing shop. While 
a new building has already been erected, the delay in 
obtaining the new machinery means that the old printing 
press will have to be moved, which will take some time. 
Source: Hufvudstadsbladet, Helsinki. Finland, Novem- 

ber 14, 1953. 


Russian Gold Sales 


Russian sales of gold to Western Europe since the end 
of October are estimated at about £35.5 million. In 
October and November the equivalent of £7.5 million 
was offered in the free markets of Western Europe, mostly 
in the Netherlands and Switzerland and, through Switzer- 
land, in France. Toward the end of November some 
£8 million was sold in London through Samuel Montagu 
& Co., mainly, it is believed, to the Bank of England, and 
more recent sales have been made directly to the Bank 
without the intermediary of the bullion market. In addi- 
tion to the decline in British imports of Russian grain, 
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pressure has been put upon Russian supplies of sterling 
by the substantial down payments that have to be made 
upon orders recently placed in British shipyards. 


Source: The Economist, London, England, January 2, 
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er- 
7 Aden Refinery Nearing Completion 
red The Anglo-Iranian Oil Company’s new refinery at 
nd “Little Aden” is nearing completion. In a year’s time, 
in his refinery will produce five million tons of refined oil 
re. fy per year It covers 400 acres of land on a peninsula six 
the miles west of Aden, and its total cost is estimated at 
aaa $140 million. Plans for the refinery were under way 
the before the AIOC’s dispute with Iran and the shutdown 
of the Abadan refinery in 1951. Aden was chosen for 
of the site because numerous ships, requiring a large amount 
ae of marine fuel, put in at the nearby harbor every year. 
ntal At Present, fuel is imported from the United Kingdom 
se where Persian Gulf oil is refined. The new refinery will 
nds fy cut unnecessary expenditure in carrying the oil from the 
oll Gulf to Britain and back to Aden. Another factor is that 
eer Aden, being a British protectorate, is considered safe for 
ae: British investment. Actual construction of the refinery 
otas "3 commenced on November 1, 1952, and about 13,000 
shly workers are employed on the project. A twenty-mile road 
>” Bf network is being completed in and around the installation. 
cem. fg source: The Egyptian Gazette, Cairo, Egypt, Decem- 
ber 17, 1953. 
Syrian National Income 
According to statistics recently published by the Syrian 
ue of Ministry of National Economy, Syria’s national income 
layed Bf in 1952 amounted to LS 1,140 million (US$308 million 
able Bf at the 1952 average market rate), or a per capita income 
e the of about LS 300 ($81). 
While Source: Le Commerce du Levant, Beirut, Lebanon, De- 
7 - cember 9, 1953. 
inting 
time. §(onditions for Foreign Investment in Iran 
over: The Iranian Government has set forth certain condi- 
tions for the investment of foreign capital in that country. 
These conditions, however, will apply only to the subjects 
of countries that grant similar rights to the citizens of 
e end fj /ran. 
n. In Individuals and companies that, with the permission of 
nillion [the Government, invest capital in Iran for the purpose 
nostly Jo! developing mining, agriculture, and other productive 
witzer- [§*tivities will be given full legal protection by the Gov- 
some f™mment. Investors will be guaranteed the right to trans- 
yntagu lt from the country, in the form of exports or foreign 
d, and (change, the principal and the profits on their invest- 
Bank (ments, but the transfers will be subject to regulations to 
, addi- J announced later. 
grain, (Source: Eztéla’at, Teheran, Iran, December 17, 1953. 
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Lifting of Import Quotas in Iran 


The Government of Iran has lifted practically all quota 
restrictions on imports. The announced intention of the 
Government is to bring about a reduction in the prices of 
imported commodities. 


Source: Eitéla’at, Teheran, Iran, December 14, 1953. 


Far East 


Report of All India Census, 1951 


The report of the All India Census, 1951, puts the 
Indian population at 367 million. This is one seventh of 
the world population, and is greater than the population 
of the United States and the U.S.S.R. together. The per 
capita cultivated area is 0.84 acres, having steadily de- 
clined from 1.11 acres in 1921. Of a total land area of 
$10 million acres, 500 million are cultivable and 290 
million have actually been cultivated. 

Of the total population, 295 million live in villages 
and 62 million in towns. The sex ratio varies as between 
the various parts of the country; the average ratio is 
947 females per 1,000 males. Roughly 50 per cent of the 
males are married, while more than three out of every 
five females are married. The annual average birth rate 
during the decade ending 1950 was 40 per 1,000, and the 
annual average death rate in that decade was 27 per 1,000. 
Infant mortality (below 5 years) is 18 per 1,000. Out 
of every 1,000 self-supporting persons, 706 are engaged 
in agriculture. 

Since 1921, the rate of population growth, unhampered 
by famines and pestilences of the type known before that 
year, has continuously outstripped the growth in food 
production, so that a shortage of food grains has devel- 
oped. It is estimated that the total population will in- 
crease to 520 million by 1981, if not checked by natural 
or artificial means. At the present standards of consump- 
tion, 108 million tons of food grains will be necessary in 
1981; however, in the view of the Census Commissioner, 
the country cannot be expected to produce more than 
94 million tons by then. Improved agricultural productiv- 
ity and control of the birth rate are, therefore, necessary. 
Source: Reserve Bank of India, Indian News Digest, 

Bombay, India, November 16, 1953. 


Sale Proceeds of U.S. Wheat Loan to India 

The proceeds from the domestic sale of wheat loaned 
to India by the United States in 1951 and 1952 have 
fallen short of its cost (including transportation and 
incidental charges) by Rs 169.9 million (US$35.7 mil- 
lion). This loss will be debited to revenue in equal in- 
stallments over the 35 years in which the loan is to be 
repaid. 
Source: The Times of India, Bombay, India, Decem- 


ber 17, 1953. 
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Indian Tea Export Quota 


In view of the recent rise in the price of tea, India has 
decided to increase her export allotment for 1953-54 from 
425 million pounds to 437 million pounds. (See also this 
News Survey, Vol. VI, p. 78.) 


Source: The Financial Times, London, England, Decem- 
ber 19, 1953. 


Profit Remittances of Foreign Concerns in India 

Foreign concerns operating in India remitted Rs 119 
million (US$25 million) abroad during January-August 
1953, which was Rs 38 million ($8 million) more than 
in the corresponding period of 1952. The Parliamentary 
Secretary to the Finance Minister has stated that the Gov- 
ernment of India tried to create conditions favorable for 
the plowing back of such profits within the country, but 
that the final decision was left with the foreign firms. 
Source: Embassy of India, Jndiagram, Washington, D. C., 

December 14, 1953. 


Japanese Negotiations on Reparations 
and Prewar Liabilities 

The Japanese press reports that, after discussion among 
the various Ministries, the Japanese Government has 
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formulated the following tentative plan for reparation 
payments (the figures in parentheses are those for salvag 
of sunken ships): Philippines—$250 million ($10 mil. 
lion) ; Indonesia—$125 million ($6.5 million) ; Burma 
$70 million; Indo-China—$35 million ($2.25 million), 
Payment would be made in from seven to ten years and 
may include reparations in kind. The amount of anny 
payment would be increased according to a sliding scak 
over the years. The sliding scale, terms of payment, ani 
payment in kind were discussed with the respective Goy. 
ernments by Japan’s Foreign Minister when he visited 
the countries concerned last September and October. 


It is expected that negotiations with the Philippine 
will be completed by the end of March 1954. Negotia. 
tions with Burma have not been started. A draft agree. 
ment has been reached with Vietnam in connection with 
the salvage of ships, but it has not been signed, since, th 
Vietnam Government is still studying it. 

It is probable that the offer of $125 million might no 
be satisfactory to Indonesia; if the Japanese Government 
insists on this figure, it may be impossible for the Indo 
nesian Government to enter into Peace Treaty negotis 


tions. According to an Indonesian source, the Indonesia 
Government concluded, on December 16, 1953, an interim 
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ation ment whereby Japan will salvage, at a cost of ap- 
lvage proximately US$6.5 million, about 60 ships sunk in Indo- 
) mil iesian waters during World War II. This agreement will 
‘ma— I be effective immediately after mutual ratification and will 
lion), be incorporated in the final reparations agreement be- 
's and I tween the two countries. The agreement does not bind 
innual  jndonesia in any way; cargoes of sunken vessels would 
5 scale I salvaged at no cost to Indonesia, since their cash value 
t, and \il] be calculated as a part of Japanese war payments to 
¢ Gov MM Indonesia, and, though scrap iron from ships would 
visited belong to Indonesia, it does not necessarily have to be 
er. sold to Japan. (See also this News Survey, Vol. V, 
pPines fH pp. 203, 241, and 307.) 
egotia Recent discussions with France concerning the repay- 
agree ment by Japan of prewar liabilities have again failed to 
mn with produce results. The talks were deadlocked once before 
nce, the I at-a- time.-when- the problem of Japanese repayment of 
similar liabilities to the United States and the United 
ght not Kingdom was solved. The amount of repayment to 
rnment fm France equals 400 million francs, the worth of the Japa- 
e Indo JM nese government bonds, carrying 4 per cent interest per 
negotis [# annum, which were floated in France in 1910. France is 
jonesianM reported to be insisting that the bonds be retired at the 
interinM rate of £1 per 25.25 francs, the rate prevailing at the time 





of the bond flotation (the present rate is £1980 francs). 
On the other hand, Japan is offering to make repayment 
at the 1940 rate by which, it is pointed out, France will 
obtain 5.5 times more than if the current rate were to be 





















































mit- used. In view of the deadlock over the appropriate ex- 
5. change rate, it is reported that the two countries may seek 
ance |M@ithe opinion of Mr. Ivar Rooth, the Managing Director of 
cies the International Monetary Fund. The two countries, 
however, are not likely to seek the opinion of the Fund 
——  [Biitself. It is also reported that France is considering 
whether or not to refer the dispute to the International 
Court of Justice at The Hague. 
Bank MSources: Asahi Shimbun, November 25, 1953, and The 
routh Nippon Times, December 23 and 24, 1953, 
° Tokyo, Japan; Information Office of the Re- 
al de public of Indonesia, Report on Indonesia, New 
York, N. Y., December 18, 1953. 
idee ilippine Reserve Requirments for Commercial Banks 
The Monetary Board of the Philippine Republic ap- 
fanila Bbroved, on December 1, 1953, a Central Bank recom- 
,ascus [mmendation that commercial banks be allowed to reduce 
ue de Hom 70 per cent to 50 per cent the ratio they are required 
0 maintain between their total letter of credit commit- 
ria wents and their net foreign exchange holdings, cash in 
rnwall (Pults, excess reserves, and securities. The new ruling 
ill benefit principally small local banks with limited 
A Ure | Bhsoarces, and may release as. much as P20 million 
cas (US$10 million) now tied up in vaults. (See also this 
e aL. fpleus Survey, Vol. VI, p. 170.) 


fources: Philippine American Chamber of Commerce, 


Weekly Bulletin, New York, N. Y., December 11, 
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1953; Central Bank of the Philippines; Memo- 
randum to Agent Banks, No. 18, Manila, Philip- 
pines. 


Philippine Self-Sufficiency in Rice 

The Acting Secretary of Agriculture and Natural Re- 
sources of the Philippine Republic has stated that local 
rice production, which, until two years ago, had been 
inadequate to meet domestic requirements, is now more 
than sufficient for the country’s needs. In 1953 produc- 
tion exceeded domestic requirements by more than a 
million cavans (44,000 metric tons) of clean rice. 
Source: Far East Trader, New York, N. Y., Decem- 

ber 16, 1953. 


Canada 


Canadian Payments Position 

Canada had a balance of payments deficit on current 
account of $386 million for the first nine months of 1953, 
in contrast to a surplus of $138 million in the corre- 
sponding period of 1952. (Figures are in Canadian dol- 
lars.) Between the two periods imports rose by $408 
million, to $3,217 million, exports fell by $75 million, to 
$3,106 million, and net invisible payments rose by $41 
million. Most of the deficit was incurred during the first 
half of the year; in the third quarter it was only $21 
million, the improvement being due principally to a de- 
cline of $108 million in imports, which is explained only 
in part by seasonal influences. It thus appears that the 
rise in imports was at least temporarily checked. Net 
invisible payments (including official donations) in the 
third quarter fell by $90 million, mainly as a result of 
seasonally high tourist receipts and lower investment in- 
come remittances. 

The deficit with the United States increased by $126 
million in January-September 1953, chiefly because a 
rise in Canadian imports exceeded the increase in Cana- 
dian exports. In transactions with overseas countries, 
the deterioration of $398 million in the Canadian posi- 
tion was due to a rise in Canadian imports while exports 
declined. Nearly all of the increase in overseas imports 
came from the United Kingdom. 

The 1952 outflow on capital account gave place to a 
net inflow in the first three quarters of 1953, mainly 
owing to the virtual cessation of the short-term outflow, 
which had amounted to $589 million during the first 
three quarters of 1952. Receipts of long-term private 
capital were $311 million during the first nine months 
of 1953, against $459 million in 1952. Direct investment 
receipts, at $260 million, were slightly higher than in 
1952, but new issues of Canadian securities (net of re- 
demptions) were only $51 million, against $213 million 
in the previous year. The decline in new issues is at 
tributable to the relative rise in interest rates in the 
United States. 


Official reserves of gold and foreign exchange, which 
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had fallen by US$107 million during the first half of the 
year, rose by US$35 million in the third quarter. The 
movement of the rate of exchange for the Canadian dollar 
was relatively narrow during the entire three quarters; 
it fell from Can$1—US$1.030 at the end of 1952 to 
US$1.009 in the second quarter of 1953 and recovered to 
US$1.018 in the third quarter. (On January 6, 1954 the 
rate was US$1.026.) 
Source: Dominion Bureau of Statistics, Quarterly Esti- 
mates of the Canadian Balance of International 
Payments, Third Quarter, 1953, Ottawa, Canada. 


Canadian National Product 

The Canadian gross national product in the third quar- 
ter of 1953 was at an annual rate of $24.2 billion, slightly 
above the second quarter rate and about 5 per cent above 
the 1952 figure of $23 billion. In real terms the rate of 
increase over the corresponding quarter of 1952 tapered 
off to only 1 per cent for the third quarter, from 7 per 
cent for the first quarter. This was partly a reflection of 
the substantial output during late 1952 and partly a result 
of a relative decline in farm output during the third 
quarter of 1953. 

The leveling off of national output in the third quarter 
reflected a decline in payrolls, especially in the durable 
goods industries, a continued fall in farm income, and a 
decline in corporate profits. On the expenditure side, 
personal consumption expenditure and inventory accumu- 
lation were slightly less, after seasonal adjustment, than 
in the second quarter, but there were increases in govern- 
ment consumption and fixed investment outlays. There 
was a small reduction in the rate of personal savings 
(excluding farm inventory changes) during the quarter. 
Source: Dominion Bureau of Statistics, National Ac- 


counts Income and Expenditure, Third Quarter 
1953, Ottawa, Canada. 


Other Countries 


Australian Wool 

Nearly 2 million bales of wool were sold at Australian 
auctions in the first half of the 1953-54 season. This is 
more than half the total estimated clip of 3,821,904 bales. 
Receipts, amounting to about £206 million, were £26 
million in excess of those in the comparable period in 
1952-53; with the exception of 1950-51, they were the 
highest for the first half of any season. 

Prices were remarkably stable, demand from almost 
every wool-using country being most consistent. Although 
the United States has been a subdued buyer, its restraint 
has been compensated for by a very keen demand from 
Eastern Europe. 

Prospects of firm prices and well distributed demand 
are regarded as good. Although an exceptional amount 
of wool has been sold. stocks held abroad are no more 
than normal at this time of the year. The wool trade is 
encouraged by evidence that the great bulk of current 
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disposals is for civilian consumption—a basis of trade 
that affords the best mainstay for the market. 
Source: The Financial Times, London, England, Decem. 


ber 29, 1953. 


South African Gold Production 
Total gold output in South Africa in the first nine 

months of 1953 amounted to 8,896,700 fine ounces, 72,194 

ounces more than in the first nine months of 1952. Pro. 

duction in the Orange Free State increased from 159,650 

ounces to 279,373 ounces. There was a sharp contraction 

in the additional revenue from premium sales of gold, 

from £3,008,182 in January-September 1952 to £1,807,610 

in January-September 1953. 

Source: The Standard Bank of South Africa, The Stand. 
ard Bank Monthly Review, Cape Town, Union of 
South Africa, October 1953. 


Relaxation of Surinam Import Controls 

Effective January 1, 1954 Surinam has abolished the 
15 per cent prepayment on imports, which had been in- 
stituted in 1951 and which required Surinam importers 
to deposit 15 per cent of the value of imports for which 
they requested an import license. Also in 1951, imports 
of certain goods from the dollar area, as well as from 
other areas, were suspended. In September 1952 the 
import policy became more liberal. 

A restrictive credit policy applied by the banks has 
kept imports within reasonable limits. Apparently the 
Government is now of the opinion that imports can be 
controlled sufficiently through this credit policy and that 
direct controls are no longer required. 


Source: Het Financieele Dagblad, Amsterdam, Nether. 
lands, December 21, 1953. 


Corrigendum 

Volume VI, No. 24, December 11, 1953, p. 191, item 
“‘Norwegian-Czech Payments Agreement”: The amounts 
quoted in connection. with this agreement refer not to 
the total amount covered by the agreement, but to the 
credit margin permitted to either party to it. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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